























































































































































































































Mexico's textile industry, which is necessary to
automate or computerize Mexico's textile indus-
try. They reported that in the last 3 months, two
of Mexico’s six existing denim factories have
closed because they did not automate. In their
view, automation will displace labor, but, they
said, it is necessary to compete. They stated,
“An FTA is bitter medicine, but one that is
needed.”

Disadvantages of an FTA to the textile and ap-
parel industries

The following summarizes the major disadvan-
tages of an FTA on U.S. and Mexican textile and
apparel industries as described by participants
during the course of the study.

Would result in loss of jobs in the U.S. sector

Many of the participants commenting on the
effect of an FTA on the U.S. textile and apparel
industries felt that these sectors would be losers in
an FTA. They suggested that an FTA will have a
negative impact on U.S. industries that are labor
intensive, mature, or currently protected, like the
textile industry, and that the FTA may actually
result in the United States exporting more plants
and importing more products. A U.S. business-
‘man stated that unlike Canada, Mexico is clearly
more competitive in apparel than the United
States and could be considered a real threat. He
suggested the exclusion of textiles and apparel
from the scope of an FTA.

Representatives of U.S. textile and apparel la-
bor unions voiced strong opposition to opening up
trade in textiles and apparel through an FTA with
Mexico. A representative for a U.S. textile work-
ers union stated: “An unlimited FTA would sink
U.S. workers who would not be able to swim
against the Mexican imports produced with cheap
labor.” ' '

He stated that an FTA with Mexico will result

in an acceleration of the loss of jobs of U.S. tex-
tile workers and other low skilled U.S. workers,
which actually began since the past decade. He
disagreed that an FTA will open up a Mexican
market of 85 million people, saying that a more
realistic figure would be 8 million people with suf-
ficient income to consume U.S. products. He
alsc stated that an FTA with Mexico would be

very difficult to police, citing past experience
with transshipment and fraud under the United
States-Israel FTA. These difficulties would be
even more prevalent with Mexico, he believed.
According to a statement submitted by a U.S. ap-
parel workers’ union:

Free Trade Agreements with such underde-
veloped countries as Mexico would severely
jeopardize U.S. workers in apparel and
other manufacturing sectors by exporting
their jobs. Agreements with countries where
the wage level is only a tiny fraction of our
own invites disaster for U.S. workers . . .
Based on data published by the U.S. Depart-
ment of Commerce, [this union’s] Research
Department estimates that hourly compensa-
tion (including all fringes) in the apparel
industry in Mexico currently averages $0.34.
This figure is less than 5 percent of the com-
pensation level in the U.S. apparel
industry. 100

Representatives from both unions indicated
that an FTA with Mexico should be structured to
give benefits to Mexico only if benefits are taken
away from the Far Eastern suppliers. An FTA
“must be a global sharing of the burden.”

A few participants had suggestions to mini-~
mize the negative effects an FTA could have on
U.S. textile and apparel workers. A labor repre-
sentative suggested, for example, that the FTA
could include provisions to compel U.S. compa-
nies to continue employing a certain percentage
of their U.S. workers.

Would foster exploitation of Mexican workers

Representatives of U.S. textile and apparel la-
bor unions and a U.S. businessman expressed
concern for Mexican textile and apparel workers.
They stated that the FTA with Mexico will likely
lack “humane” values, a quality which is charac-
teristic of the U.S. way of life. Such requirements
as decent wages, OSHA worker safety protec-
tions, and environmental requirements, should be
included in the agreement for Mexican workers,
they said.

100 Written submission by Jay Mazur, President,
International Ladies’ Garment Workers’ Union, AFL-
CIO, to the Commission, p. 1.
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The Honorable Anne E:—Brunsdale. — e .«
Chairman =ty
U.S. International Trade Commission SEere e
500 E Street, S.W.
Washington, D.C. 20436 1eg

. Dear Madam Chairman:

In recent years, the Government of Mexico has undeé
number of bold steps which have moved Mexico in the direction of
greater liberalization of its international trade and investment
regime. Mexico has joined the General Agreement on Tariffs and
Trade (GATT), entered into a trade and investment framework agree-
ment with the United States, cut tariffs, and proposed other
measures designed to open the Mexican market further to foreign
exporters and investors.

The steps being taken by the Mexican Government under the
leedership of President Carlos Salinas de Gortari are most welcome:
and have important implications, not just for Mexico but for the
United States as well. Given the already strong trade and invest-
ment ties between the United States and Mexico, the United States
has a great interest in seeing the economic reforms in that
country succeed. It would certainly be our hope that these
reforms will help bring about a healthier, more competitive
economy in Mexico.

It is important that U.S. business leaders and policymakers
have a bettar understanding of the scope of the changes being
undertakes.by the Mexican leadership and their implications for
future U.S.~-Nexican economic relations. Accordingly, on behalf of
the Commit®se on Ways and Means, I am writing to request that you
conduct a fact-finding study, under section 332(g) of the Tariff
Act of 1930, of Mexico's recent trade and investment reforms; and
that you also explore experts' views on prospects for future
U.S.-Mexican trade relations. '

We would like the etudy to provide a comprehensive review of
Mexico's recent trade and investment liberalization measures
(including GATT membership) and describe, to the extent possible,



The Honorable Anne E. Brunsdale
October 12, 1989 .
Page 2

their implications for U.S. exporters and investors. Some discus-
sion of Mexico's role in and positions taken in the Uruguay Round
of multilateral trade negotiations now underway also would be use-
ful. We would appreciate receiving this phaso of the study within
six months of receipt of this letter.

A second phase of the study should examine experts' views on
prospects for future U.S.-Mexican trade relations. This survey
should explore such proposals as a free trade area; an enhanced
dispute settlement mechanism; possible sectorial approaches; the
recently established Pramework of Understanding; and other options
for enhanced bilateral trade relations. The Committee hopes to
receive this phase of the study within twelve months of receipt of
this letter.

Thank you for your cooperation. Please let me knowv if you
have any questions about the proposed study.

Sincerely yours,

cc: The Honorable Bill Archer
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(Investigation No. 332-242)

Review of Mexico's Recent Trade and
investment Liberalization Measures
and Prospects for Future U.S.-Mex:can
Trade Relations

AOGENCY: United States International
Trade Commission.

ACTION: [nstitution of investigation.
scheduling of hearing, and request for
comments

EFFECTIVE DATE: November 8 1909,
FOR FURTHER RFORMATION CONTACT.
Constance A. Hamilton (203-2%52-1263},
Trade Reports Division. Office of
Economics. U.S. International Trade
Commission. Washington. DC 20438.

Background
The Commission instituted
investigation No. 332-282 following
receipt of a letter on October 18 1989 .
from the House Committee 0n Ways and
Means requesting the Commission to
conduct a two-phase investigation under
section 332(g) of the Tariff Act of 1930
(19 U.S.C. 1332(g)) of Mexico's recent
trade and Wmt reforms. As Lof
tequestad Comsmittes, phase l o
the investigation will provide ¢
comprehensive review of recent trade
and investmant Liberalization msssures
undertaken by Mexico and. to the extent
possible. s description of the
implications for U.S. exporters and
investors. Some discusston of Mexico's
role in and positions taken in the
Uruguay Round of multilateral trade
negotiations will also be provided.
Phase 0 will provide a summary of the
views of recognized authorities 20
prospects {or future U.S.-Mexitan trade
reletions. As requested by the
Committes. this survey will explots such
proposals as & free trade area, sn
enhanced disputs settiement
mechanism. possible sectorial
approaches. the recently established
Framework of Understanding, and other
options for enhanced bilateral trade
relations.
Phase | of the investigation will be
submitted to the Commitive no later
than sin maonthe after receipt of the

letter: phase [T will be submitted to the
Committee no later then 6 months after
completion of phese 1.

Public Hearing

A public heanng : connection with
phase [ of this investigation will be held
in the Commission Heanng Room. 500 E
Street. SW.. Washington. DC 20436,
beginning st 9:30 a.m. on December 4,
1989. All persons have the nght to
acpear by counsel or in person. to
present information. and to be heard.

" Requests to appear at the public hearing

should be filed with the Secretary.
United States International Commission.
500 E Street. SW. Washington. DC 20438,
no later than noon. November 27, 1889.
The deadline for filing prehearing briefs
{original and 14 copies) is November 27,
1989. Post bearing briefs are due on
December 18 1980. Notice of a separate
public hearing for phase 0 of this
investigation will be announced in the
Federal Register st & later date.

Written Submissions

Interested persons are invited to
submit written statements concerning
the matters to be addressed in the phase
| report. Commercial or financial
information that a party desires the
Commission to treat as confidential
must be submitted on separsts shests of
paper. each clearly marked
“Confidential Business Information” st
the top. All submissions requesting
confidential treatment must conform
with the requirements of § 201.8 of the
Commission's Rules of Practice end
Procedure (19 CFR 201.8). All writtie
submissions. except for confidential
business information. will be made
availsble for inspection by intsrested
persons in the Office of the Secretary to
the Commission. To be assured of
considerstion by the Commiseion,
written statements relating ¥ the
Commission's report should be
submitted at the eariiest prectioal date
and should be recetved no lawr than
January 8. 1980. All submissions should
be addressed to the Secretary b0 the
Commission st the Commisesion's office
in Washingtos, DC.

By Order of the Commiseion.

lssued: Novamber 0. 1908,

Kenneth R. Masen,

Secretary.
(PR Doc. 88-38080 Piled 11-15-8K ©45 am}
GLLSW COBE NE--0
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[investigstion No. 332-282)

Review of Mexico's Recent Trade and
Investmem L:“»ralization Measures
Phase I1: Provaents for Future US.-
Mexican Trade Relstions

ACENCY: United Stetes International
Trade Commission.

acrioee Notice of off-site hearing.

SPPECTIVE DATES: February 6, 1990

FPOR FURTHER IFORMATION CONTALT:
Cosnstance A. Hamilton (202-252-1263),
Trade Raports Division. Office of
Economics. U.S. Intamational Trede
Commission. Washington. DC 20438,

Background

Phase H of investigetion ne. 332.232
will provids & summary of the views of
recognized authorities (for exampls.
governmant officiale. scholars. private
sector businessmen, and cthers) on
poasibilities for the fatare dicection of
the U.S.-Mesdcen bilataral

A public besring in.coonasticn with
phass [ ef this investigation will bs held
in Tuceean. Arizona oo May & 1580 at a
time exd place to be anncunced ata
later date. All psreons Lews the right ©
appear by cezmal or in putesn,
presest indarmation. und ® be-inard.
Requuate to oppuer #t thepabiic heusing
ghould be Sied with the Sematary.
United S35 intcrmations] Trede
Conuniszhm. 850 £ Sweet, SW.
Washizgton, BC. 2008, 59 luter then
filing prebeartng sigmel and 24
cepine) s Apsit 33, 1908. Pesthemting
brinfe.sse dus oo Moy 2, W

Writtan Subsuissions

interested persons are itivited to
submit written statements concerning
the matters to be addressed in the phase
{1 report. Commercial or financial

- information that a panty desires the

Commussion !o treat as confidentia:
must be submitted on separate sheers of
pape:r. each clearly marked
“Corfidential Business Information™ at
the top. All submissions requesting
confidential treatment must conform
with the requirements of §201.6 of the
Commussion's Rules of Practice and
Procedure {19 CFR 201.6). All writien
submissions. except for confideatial
business informauon. will be mude
available for inspection to interested
persons by the Office of the Secretary to
the Commission. To be assured of
consideration by the Commission.
written siatements relating to the
Commussion's report should be
submitied at the earliest possuile date
and should be received no later than
July 16. 1990. All submissions should be
addressed to the Secretary to the
Commission at the Commission's office
in Washington. DC.

By Ordar of the Commission.

losusd: March 6. 1980
Kenasth R. Mason.
Secrmtary.
[FR Doc. $0-3808 Plied 3-13-6C 845 am|
TALNG CODE TRI-g0-8
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INTERNATIONAL TRADE Post hearing brisfs are doe on Moy 22,
COMMISSION 1990.
. WRITTEN SURMISSIONS: Interested
{mwestigstion No. 333-262) persons are invited to submit written
statements concerning the matters to be
Review of Mexico's Recent Trade and addressed in the phass [I report.
investmaent Liberalization Messures Commercial or financial infarmation
Phase 1: Prospects for Future United that a party desires the Commission to
States-Mexican Trade Nelations E.BEM”GE. MEB. be SEM_.BM_.“&
on 898 te Ol pa| .
AGENCY: United States Internationsl . Eruvm_”.-no-nuu:a-_nw:ﬂl. asly
Trude Commission. Infarmation™ st the top. All submissions
AcTion: Notice of additional public requesting confidantial treatment must
bearing to be hald in New Mexico. confarm with the requirements of § 201.8
of the Commission's Rules of Practics
SPFECTIVE DATE: February 6, 1980 and Procedure (19 CFR 201.8). All
FOR PURTHER INPORMATION CONTACT: t  written submissions. except for
Constance A. Hemilion (303-253-1289), confidsntial business information, will
Trade Reports Division. Office of be made available for inspection to
Economics. U.S. Internations] Trede interested persons by the Office of the
Commission. Washington, DC 20438 m.oﬂ“qmcslo«a!“ﬂhof
SACKAROUND: Phase [ of Investigation ass of considerstion .
private sector businessmen. and othess) end shouid be received o Later than
on possibilities for the future direction July 16. 1688. All submisstons should be
of the US.-Mexican bilateral addreseed o the Secretary to B e
relationship. Such possibilifies might w !Un.
include s free trade ares. an enhaaced eshington.
disputs settlement mechanism., sectoral By order of the Commission.
chas, and other options for Issuad: Apeil 20, 1990.
!.FEESFE Keunath R. Mascn,
PUSLIC 1@ARNE: A public hasring in Secrecary.
connsction with 11 of this "R Duc. 80-0807 Piled ¢-20-00: 1:28 pm
investigation will be held en May & 1800 LA 08NS MBS
beginning st 830 a.m.. ot the Helidey lan
Las Cruces. located ot 201 Rast
University Blwd.. (comnar of University
nd Main}, Las Cruces, New Manico
83001, (talaphone 501-828-4411). AR
persons have the right to appear by
counsal or in parsoa. to present
Eoggnhﬂgg
sppear at
be filed with the Sscretary, United
States Intemational Trade Commission,
500 E Street SW. Washington. DC 20638
later then noon. Aprfl 3. 1980. T
deadline for flling peahearing briefs
{original and M eupieg) is April 30 3000
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INTERNATIONAL TRADE
COMMISSION -

{\nvestigation No. 332-252]

Review of Mexico's Recent Trade and

Phass & Prospects for Future U8
®

Wexican Trade Relations

Aasncy: United States International

|

|

Acnose Notics of additional public
bearing to be beld in McAllen, TX

Public Hearing

An additional public hearing in
vertgation wil be mod rn

ves on sld on July 16,
1990 beginning at 9:30 a.m. nl'“!lh);
Fairway Resort. South 10th Street ot
Wichita Avenus, McAllen, Texas. All

counsel or in person. to present
information. and to be beard Requests
10 appear at the public hearing should

ashington. DC
20438 no later than noon. July @, 1900.
The deadline for filing prehearing briefs
(original and 14 copies) is July 6, 1990.

Written Submissicas

Interested persons are invited to
submit written statements conce

paper. each clearly marked
“Confidential Business Informaticn” ot
the ﬂ All submissions requesting

tial regtment must coaform
with the requirements of § 2014 of the
Commission's Rules of Practice and
Procedure (19 CFR 201.8). All written
submissions,
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SUBMISSIONS FOR THE RECORD
| 332-282

| Mark Affleck
President, California Avocado Commission

; John Barfield
i President, Sunbelt Landbridge Association

Michael J. Blum
President, First City Bancorporation of Texas

Ann Bourland.
Prissa

James Brian :
President, Smeltzer Orchard Co.

William C. Bourland

Coordinator, U.S.-Mexico Project, Mexican American Studies and Research
Center, University of Arizona '

Rudy Bowles

J. Patrick Boyle
President and C.E.0., American Meat Institute

Eileen Bradner, Charles Verrill, Jr.
Counsel, Chaparral Steel Company

| William E. Cline
| International Programs, City of Tucson

Juan Manuel Correa
Union Pacific Railroad

Andrea Durbin
Conservation Representative, Friends of the Earth

Ralph Durden

Chairman, Long-Range Transportation Task Force, Corpus Christi Chamber .
of Commerce

James Ebersole
Chairman, Border Trade Alliance

Jinger Eberspacher
Director, Leather Research Institute

Paul Edwards

Directo: of Planning and Economic Development, Middle Rio Grande
Development Council



Joe Fahey, Sergio Lopez’
President and Secretary-Treasurer Local 912, General Teamsters,
Packers, Food Processors and Warehousemen Union :

Frank Fenton
Senior Vice President Public Policy, American Iron and Steel Institute

Lucrecia Fernandez-Serrano
Assistant Vice President and Special Counsel, Chubb & Son, Inc.

Robert Fernandez
Bob Fernandez & Sons, Inc.

John Filose )
Vice President Sales and Marketing, Ocean Garden Products, Inc.

Harry Foster
Secretary-Manager, Michigan Asparagus Growers Division, Michigan
Agricultural Cooperative Marketing Association

Nancy Fuller-Jacobs
Grijalva & Fuller-Jacobs, Attorneys-At-Law

Lucia Munoz Hayakawa
International Trade Council of New Mexico

Robert Herzstein
Councsel, U.S. Council of the Mexico-U.S. Business Committee

Theda Vanden Heuvel
Joe Vanden Heuvel & Son

Raul Rangel Hinojosa
Vice President for International Affairs, VITRO

John Himmelberg
Washington Counsel, Florida Tomato Exchange

John Zelmini, Paul Fanelli
President and Industrial Relations Manager, Patterson Frozen Foods,
Inc.

P.A. Jacobs
President, Market Strategies International

David P. Jankofsky
Executive Director, Arizona-Mexico Commission

William F. Joffroy Jr.
William F. Joffroy, Inc.



Noe Kenig
Corporate Vice President and Director, Latin American Operations

Representative Jim Kolbe
Sth District of Arizona

Kenneth 0. Lilley
President, Association de Maquiladoras de Sonora

Leonard K. Lobred
International Trade Consultant

Don Lound '
Secretary-Treasurer, Cheever’s, Inc.

Richard McDonald
Executive Vice President, Texas Cattle Feeders Association

Joseph A. McKinney .
International Economist, Regional Studies Center, Baylor University

Bobby F. McKown
Executive Vice President, Florida Citrus Mutual on behalf of California
Citrus Mutual, Florida Citrus Mutual, Citrus Grower Associates, Florida
Farm Bureau Federation, Indian River Citrus League, Florida Citrus
Packers, Gulf Citrus Growers Association, Florida Department of
Agriculture and Consumer Services

Dr. Donald A. Michie
Director, Institute for Manufacturing and Materials Management

- Christopher G. Moyer
Counsel, American Mushroom Institute

Representative Solomon P. Ortiz
27th District, Texas

Ronald E. Pettis _
Gray, Cary, Ames & Frye

G. Brent Poirier
Attorney at Law

B.J. Porter -
Executive Vice President, New Mexico Farm and Livestock Bureau

David Porter
Chairman/Founder, Porter International, Inc.

Clark W. Reynolds )
Director, Americas Program, Stanford University



Oscar A. Rios )
Vice-Mayor and Council Member, City of Watsonville, California

Francisco X. Rivas
Pargne Industrial Mexicali, S.A. de C.V.

Arthur L. Silvers, Vera K. Paulakovic
Division of Economic and Business Research, College of Business and
Public Administration, University of Arizona

Darwin E. Stolte
President, U.S. Feed Grains Council

S.M. True )
President, Texas Farm Bureau

Diana Tubbs .
Tubbs Orchards

Pamela Walther
Counsel, California Avocado Commission

S.F. Vale
President, Hexico-Texas Bridge Owners Association

Lorraine Washington
City Clerk for City Council of Watsonville, Callfornia

Lorin Weisenfeld
Multilateral Investment Guarantee Agency

Christopher Whalen
Senior Vice President, The Whalen Company, Inc.

Neil C. Whiteley-Ross
Associate Vice President, San Diego Economic Development Cotporation

Lorenzo Zambrano
CEO, CEMEX

David L. Zollinger
Chairman, National Association of Growers and Processors for Fair Trade



CALENDAR FOR PUBLIC HEARING

Those listed below appeared as witnesses at the United States
International Trade Commission's hearing:

Subject : : REVIEW OF MEXICO'S RECENT TRADE AND
INVESTMENT LIBERALIZATION MEASURES,
PHASE II: 'PROSPECTS FOR FUTURE U.S.-
MEXICAN TRADE RELATIONS

Inv. No. : 332-282
Date and Time : May 5, 1990 - 9:30 a.m.
Sessions were held in connection with the investigation at Holiday

Inn Las Cruces, 201 East University Boulevard, (corpner of University and
Main), Las Cruces, New Mexico 88001.

CONGRESSIONAL APPEARANCE:
Honorable Pete V. Domenici, U.S. Senator, State of New Mexico
Honorable Jeff Bingaman, U. S. Senator, State of New Mexico

(Represented by Ricardo Zunigia, Project Specialist,
Senator's State Office) :

Honorable Bill Richardson, U.S. Congressman, State of New Mexico,
(Represented by Andrew Dunigan, Ranchowner and Member, NM Amigos)

Honorable Joe Skeen, U.S. Congressman, State of New Mexiéo,
(Represented by Patricia Ehler, District Representative, Second
District)

GOVERNMENT APPEARANCE:
James C. Piatt, Regional Commissioner, Southwest Region,

U.S. Customs Service
Houston, TX

Edward Avalos, Marketing Specialist, New Mexico Department
of Agriculture



TIME
WITNESS AND ORGANIZATION: ' CONSTRAINTS

Roberto M. Gamboa,  Consul General of Mexico

Dr. Donald A. Michie, Director, Institute for
Manufacturing and Materials Management,
University of Texas at El Paso

Jim Coleman, Executive Director, Greater Las Cruces
Economic Development Council

New Mexico State University
Las cruces. NM

Kevin Boberg, Director, Center for Business
Research and Services (Border Research Institute)

Linda Riley, Associate Professor of Marketing
Center for Business Research and Services,

Patricia Sullivan, Borde: Research Institute

Bob Baesler, Herdsman, Diamond A. Cattle Company
Roswell, NM

Roderick Waller, President, International Trade Council
of New Mexico; Chairman, International Trade Committee
of Albuquerque; Chamber of Commerce, Hispano Chamber;
President, Southwest International Technology and Trading
Co. Ltd.

wWilliam L. Mitchell, Vice President, Marketing,
Grupo Bermudez

Michael P. Clute, Local Businessman  and Member of
Las Cruces Economic Development Council

Pete Araujo
ABACO Custom House Broker, Inc.
El Paso, TX



WITNESS AND ORGANIZATION:

wWilliam McIlhaney,~President
New Mexico Farm and Livestock Association

G. Brent Poirier, Attorney at Law,
Las Cruces, NM
(Immigration Law/International Law)

TIME



CALENDAR FOR PUBLIC HEARING
Those listed below appeared as witnesses at the United States
International Trade Commission's hearing:
Subject : REVIEW OF MEXICO'S RECENT TRADE AND
INVESTMENT LIBERALIZATION MEASURES, PHASE
II: PROSPECTS FOR FUTURE U.S.-MEXICAN
TRADE RELATIONS
Inv. No. : 332-282
Date and Time : May 8, 1990 - 9:30 a.m.
Sessions were held in connection with the investigation at the

Doubletree Hotel (Randolph Park), 445 South Alvernon Way, Tucson,
Arizona 85711. . ,

CONGRESSIONAL APPEARANCE:

Honorable Jim Kolbe, U.S. Congressman, State of Arizona

Barry Dill, Southern Arizona Director, Office of U.S. Senator Dennis
DeConcini, State of Arizona

GOVERNMENT APPEARANCE:

Office of the Governor, State of Arizona
David P. Jankofsky, Executive Director, Arizona-Mexico Commission,

Webb Todd, President, Arizona-Mexico Commission

wWilliam E. Cline, Director of International Programs
City of Tucson, Office of Economic Development,
Tucson, Arizona



Paul Fanelli, Industrial Relations Manager,
Patterson Frozen Foods, Inc.
Patterson, California

David L. Zollinger, Chairman and Executive Vice
. President, National Association of Growers and
Processors for Fair Trade
Stockton, CA

PANEL:
James A. Ebersole, Chairman, Border Trade Alliance,
"EBA", and Director, International Trade,

Brownsville Economic Development Council
Brownsville, TX

William F. Joffroy., Joffroy Customs Brokers, Inc.
Nogales Foreign Trade Zone, Nogales, AZ

Bob Fernandez
Bob Fernandez & Sons, Inc.
Douglas,_Az

PANEL:

Francisco Carrada-Bravo, Professor,
International Finance and Trade Department,
World Business,
Thunderbird@ American Graduate School of
International Management
Glendale, AZ

C-10



WITNESS AND ORGANIZATION:
william C. Bourland, Coordinator,
U.S.-Mexico Project, Mexican American Studies
& Research Center

Arthur L. Silvers, Director, Economic and
Business Research

PANEL:

Local 912, General Teamsters, Packers,
Food Processors and Warehousemen Union
Watsonville, CA
Joe Fahey, President
Sergio Lopez, Secretary-Treasurer

Cannery Warehousemen, Food Processors, Drivers and
Helpers Local Union #748

Ronald Ashlock, Secretary-Treasurer of Teamsters
Local 748

John Blake, Teamsters Interntional Representative
PANEL:
Shearman & Sterling

wWashington, D.C.
on behalf of

U.S. Council of the Mexico-U.S. Business Committee
Robert Herzstein ) ——OF COUNSEL
Mexican Business Council for International Affairs
(CEMAI) (Mexican Counterpart to U.S. Council of
Mexico-U.S. Business Committee)

Robert Herzstein

C-11



WITNESS AND ORGANIZATION:

PANEL: .

Kenneth 0. Lilley, President
Assoclation de Maquiladoras de Sonora.
Nogales, AZ

Salvadof Gonzalez, Owner, S.J. & Associates
(Medical Laboratory Equipment)
Tucson, AZ

Ranel:

Wayne Andersen, Executive Vice President,
International Banking Group .
COBANK Cooperatives
Denver, . CO

David W. Ogilvy
Valley National Bank of Arizona

C-12



"CALENDAR OF PUBLIC HEARING

Those listed below appeared as witnesses at the'United States
International Trade Commission's hearing: '

Subject : REVIEW OF MEXICO'S RECENT TRADE AND
INVESTMENT LIBERALIZATION MEASURES,
PHASE II: PROSPECTS FOR FUTURE
U.S.-MEXICAN TRADE RELATIONS

Inv. No. : 332-282

Date and Time : July 16, 1990 - 9:30 a.m.

Sessions were held in connection with the investigétion at the Fairway
Resort, South 10th Street at Wichita Avenue, McAllen, Texas.

CQNGBESSIQNAL_ARREABANQE&;

Honorable Kika de la Garza, U.S. Congressman, 15th District of Texas,
and Chairman, House Committee on Agriculture

Gay T. Erwin, Director, Office of Senator Lloyd Bentsen, State of Texas

GOVERNMENT APPEARANCE:

Honorable Othal Brand, Mayor of McAllen, State of Texas

McAllen Economic Development Corporation, City of McAllen, Texas

R. E. "Dick" Friedrichs, Chairman of the Board, and Owner of
R. E. Friedrichs Co. '

Michael Habig, President, Maquila Association,
Reynosa, Mexico

WITNESS AND ORGANIZATION:

Texas Citrus Mutual
McAllen, Texas

Ray Prewett. Executive Vice President, Texas Citrus
Mutual and Texas Vegetable Association
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WITNESS AND ORGANIZATION:

Petroleum Equipment Suppliers Association (PESA)
Houston, Texas

Gary D. Nicholson, LTV Energy Products Company,
Garland, Texas

Mexico-Texas Bridge Owners Association
Mission, Texas

Sam Vale, President

American Chamber of Commerce of Mexico,
Mexico City, Mexico

Dr. Kenneth Shwedel, Member, Board of Directors, and
-Chairman, Agribusiness Development Committee

Miguel Aleman Foundation
Mexico City, Mexico

Alfonso Garcia Cacho, Executive Director
.Chamber of Commerce
Corpus Christi, Texas

Ralph Durden, Chairman, Long-range
Transportation Task Force

Baylor University
Waco, Texas

Joseph A. McKinney, Professor of Economics and
Director of Researach, Region North America Project



WITNESS AND ORGANIZATION: -

Middle Rio Grande Development Council
Carrizo Springs, Texas

Rudy Bowles, President

Texas Corn Producers Board
Dimmitt, Texas
Carl L. King, Executive Director
Elbert Harp

National Grain Sorghum Producers Association
Abernathy, Texas

Jack Eberspacher, Executive Director

The Council for South Texas Economic Progress (COSTEP)
McAllen, Texas

William L. Davis, President

Texas Tech University
Lubbock, Texas

Jinger Eberspacher, Ph.D., Director, Leather
Research Institute
(Did not appear, but testimony was entered into the

record by Jack Eberspacher, above.)

Union Pacific Railroad Company
Omaha, Nebraska

Juan Manuel Correa, Executive Representative
in Mexico



Brownsville Economic DéVelopment Council
Brownsville, Texas

Mike Hale, Executive Director

Allen Smith & Associates
Allen Smith

The Councll for South Texas Economic Progress (COSTEP)
McAllen, Texas

Peter P. Pranis, Jr., Vice President
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APPENDIX D .
BACKGROUND INFORMATION ON U.S.-MEXICAN TRADE



United States-Mexican economic relations have dramatically improved in the last few
years. This can be attributed in large measure to the Mexican Government’s
determination to open Mexico's highly protected economy to the global marketplace, and
to its recent program of economic reforms. Accession to the General Agreement on
Tariffs and Trade (GATT) in 1986 marked a watershed in Mexico's international
economic policy. As noted in the Phase I report, since joining the GATT, Mexico has
reduced many of its trade barriers and instituted new foreign investment regulations that
represent a dramatic departure from its earlier restrictions on foreign investment.

Also as noted in the Phase I report, the repercussions of Mexico’s 1982: debt crisis
stifled the country’s economic growth in the following years. There was no overall
expansion between 1982 and 1988 as the Government followed austerity programs to
meet its foreign debt obligations. Real per capita income fell by more than 15 percent
during those years. Adoption of the “Economic Solidarity Pact” in December 1987 was
an important part of the Mexican Government'’s strategy for controlling the country’s
rampant inflation. Successful in reducing inflation from its peak of about 200 percent at
the end of 1987 to an average yearly rate of less than 20 percent in 1989, the Pact has
been extended until the end of 1990.!

In ‘%he decades up to the mid-1980s, the Government played an increasingly
interventionist role in the Mexican economy. Starting in 1985, however, the Mexican
authorities began to scale down the Government’s holdings and deemphasized its role in
the state-owned (“parastatal”) sector. Subsequently, the “privatization” of nonstrategic
state~owned enterprises became part of the Government’s 1987 economic reform
program. In November 1989, Mexican officials also announced a sweeping regulatory
revision. The Government made rapid progress in its endeavors towards establishing a
market economy of free enterprise with rapidly diminishing involvement by the state in its
capacity of owner and of regulator.2

Trade and exchange rates

Over 70 percent of Mexico's foreign trade is conducted with the United States.
Given Mexico’s trade dependence on the United States, the peso/dollar rate is of critical
importance for the country’s export competitiveness.

The relationship between these two currencies has undergone a dramatic change
since 1983. As the tabulation below shows, the Mexican currency depreciated from a
free market rate of 150.3 pesos per U.S. dollar in 1983, to 2,892 pesos per dollar on
August 16, 1990.3

The peso's depreciation accelerated sharply in 1987 when the Mexican Government
decided to stop supporting the currency. The withdrawal of support also devalued the
peso in real terms, boosting exports but accelerating inflation. A near 200-percent rate
of inflation led to the adoption of the Economic Solidarity Pact at the end of the year. It
also resulted in a freeze of the exchange rate in February 1988, which amounted to the

Pesos per Yearly average*

U.S. dollar Controlled rate Free market rate
1983 ... e 120.1 ’ 150.3

1984 ... e 167.8 185.2

1985 .. e e 256.9 . 310.2

1986 ... . e 611.8 637.4

1987 .......... S 1,378.2 1,405.8

1988 ... e 2,273.1 2,288.3

1989 ... ... e 2,461.5 (N/A)

1890 (AUG.) ..o vii i e 2,851.0 2,892.0

' For more information on the Pact, see Phase 1 Report, ch. 1.
b ’;For a detailed account of Mexico's deregulation and privatization programs, see phase I Report,
ch. 3.

3 Stated in terms of the “free market rate.” Mexico features a triple exchange system. The free
market rate is offered in exchange houses, while a nearly identical “official free rate” is determined by
transacl:;ms of commercial banks. The “controlled rate” applies to most exports and imports and debt
payments.

* IMF, International Financial Statistics and Latin American Weekly Report.



peso’s appreciation in real terms, with the effect of encouraging imports. In an effort to
maintain real exchange rate stability, the Government then allowed the peso to s}nde
against the U.S. dollar by 1 peso per day. The peso continued to depreciate in relations
to the dollar by a 17-percent annual rate in 1989, and by a 14-percent annual rate in the
first half of 1990. :

United States Trade with Mexico

The United States is Mexico's most important trading partner. Mexico is the
third-largest U.S. trading partner, after Canada and Japan. In 1989, Mexico accounted
for only 6.9 percent of overall U.S. exports and 5.7 percent of its imports, compared with
Mexico’s dependence on the United States for over 70 percent of its trade in both
directions. -

The tabulation below shows United States—-Mexican bilateral trade since 1983. Figure
D-1 shows the U.S. trade balance with Mexico, 1985-89. :

After 1987, U.S. exports to Mexico increased rapidly, amounting to $14 billion in
1987, $19.9 billion in 1988, and $24.1 billion in 1989. As a result of a comparatively
slower growth of U.S. imports from Mexico, the U.S. deficit in bilateral trade contracted,
even though Bureau of Census data still show a deficit of $2.4 billion for 1989:

In 1989, manufactured goods accounted for over three-fourths of U.S. exports to
Mexico (figure D-2) and over two-thirds of U.S. imports from that country (figure D-3).
Agriculture products were responsible for 8.9 percent of U.S. exports and 10.0 percent of
U.S. imports.5 Fuels and raw materials accounted for 18.0 percent of U.S. imports from
Mexico, reflecting major petroleum purchases from that country. (Tables showing the
principal U.S. export and U.S. import items in trade with Mexico are at the end of this
appendix.)

Selected Mexican exports to the United States Mexico enter duty free either under
the Generalized System of Preferences (GSP), for which Mexico is eligible as a
developing country, or under items 9802.00.60 and 9802.00.80 of the Harmonized Tariff
System (HTS). In 1989, merchandise valued at $2.5 billion, or 9.3 percent of overall
U.S. imports from Mexico, entered duty-free under GSP. Mexico was the leading
beneficiary country under the program.

Imports under HTS 9802.00.60 and 9802.00.80 of the Harmonized Tariff Schedule
(formerly item 806/807 of the TSUS) have rapidly increased as a share of imports from
Mexico during the 1980s and, in 1989, they accounted for 45 percent of the total (see
table D-1). These items reenter the United States after being assembled in Mexico from
U.S. components, or being processed from U.S. materials. The United States does not
levy duties on the U.S. materials and components incorporated in the reentering
products, only on the value added in Mexico. By the same token, a considerable portion
of U.S. exports to Mexico are inputs into Mexican products that will eventually reenter
the U.S. market. Tables D-2 and D-3 show leading U.S. imports for consumption from
Mexico and leading U.S. exports for consumption to Mexico, respectively.

U.S.-Mexican Bllateral Trade

U.S. Exports U.S. Imports
to Mexico from Mexico Uu.s.
- Year (FAS) (customs value) Balance

(in millions of dollars)

1983 8,755 16,619 -7,864
1984 11,461 17,762 -6,301
1985 13,084 18,938 -5,854
1986 11,925 17,196 -5,272
1987 14,045 19,766 -5,721
1988 19,853 22,617 -2,764
1989 24,117 26,557 -2,439

® A considerable part of U.S. agricultural exports to Mexico is financed under the U.S.
Department of Agriculture’s export loan guarantee programs.



Filgure D-1
U.S. exports, imports, and trade balance with Mexico, 1985-89
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Source: Complied from officlal statistics of the U.S. Departmeng of Commerce.

1 Figure D-2
Composition of U.S. exports to Mexico, by product sector, 1989
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Figure D-3
Composition of U.S. Imports to Mexico, by product sector, 1989
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Table D-1 . . )
U.S. Imports from Mexico entered under HTS items 9802.00.60 and 9802.00.80, 1985-89
(values in millions of dollars)

1985 1986 1987 1988 1989
Percent Percent Percent Percent Percent
of of (o] ol of
Value total Value total Value total Value total Value total

TotalU.S. Imports .................. 18,938.2 100.0 17,196.4 100.0 19,765.8 100.0 22,617.2 100.0 26,556.6 100.0
HTS 9802.00.60 ...........ccov0vunnn 30.3 2 89.9 . 112.3 .6 131.0 .6 181.1 7
HTS 9802.00.80 .............co0vuun §,636.7 29.2 6,366.7 37.0 8,576.4 43.4 10,653.5 _ 47.1 11,766.7 44.3
Imports under items _
96802.00.60 and 9802.00.80 ........... 5,567.0 29.4. 6,456.6 37.5 8,688.7 44.0 10,784.5 47.7 11,947.8 45.0
Importsunder GSP .................. 1,240.0 6.5 1,443.4 8.4 1,721.3 8.7 2,192.3 9.7 2,470.8 9.3

Source: Compiled from officlal statistics of the U.S. Department of Commerce.
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Table D-2
Leading U.S. Imports for consumption from Mexlico, 1987-June 1990

(Thousands of dollars)

HTS January-June
No. Description 1987 1988 1989 1989 1990
Totalallcommodities ................ciiiivrnvirrnrnnennnns 19,765,789 22,617,177 26,556,570 13,226,552 14,189,571
270900 Crude oll from petroleum and bituminous minerals ............. 3,500,836 2,853,843 3,999,140 1,970,552 1,848,901
870323 Pass veh spk-ig Int com rcpr p eng >1500 nov3mee .......... 1,109,602 1,434,538 1,334,279 781,170 779,209
854430 Insulated wiring sets for vehicles ships aircraft ................ 614,822 888,266 1,051,798 532,762 592,353
-980100 . Imports of articles exported & returned, no.change 569,614 745,454 942,251 427,484 481,043
852810 Color televislonrecelvers ................c.ccvuvnnn .. .. 337,219 586,472 768,240 370,017 394,708
070200 Tomatoes, freshorchilled ................c.cc0iv.ue . . 158,808 150,266 222,316 167,732 336,558
852990 . . Pts,ex antenna,for trnsmssn,rdr,radio,tv,etc nesol e 466,200 518,002 625,335 311,728 318,035
010290 . Bovine animals, llve, NeSOl . ........coviiiiiii ittt . 252,144 262,004 284,226 156,229 215,088
090111 Coffee, not roasted, not decaffelnated .. ..................... - 380,431 '282,432 434,184 141,983 211,134
870821 Safety seat belts and parts of 8701 to 8705 ........ 193,605 248,185 363,714 . 158,366 208,051
870324 Pass veh spk-ig Int com rcpr peng > 3000cc ........ e 282,598 307,635 372,552 165,056 ' 196,690
870899 Parts and accessorles of motor vehicles, nesol © 239,419 397,685 329,992 162, 190 180,342
870431 “Mtr veh trans gds spkigincpeng, gvwwnovSmtn ............ 88,336 717 118,874 141,348
847330 Parts & accessorles for adp machines &units ................. 85,504 117,002 276,522 130, 384 136,650
999995 Estimated imports of low valued transactions ................. 127,366 149,254 213,273 97,062 136,200
840734 Spark-igntn recprcting piston engine etc > 1000¢cc ............ 603,785 490,316 330,381 205;579 133,363
854451 -Electrical conductors > 80 but =< 1000vwecnctrs .............. 162,665 165,997 241,556 116,747 130,383
710691 Silver, unwrought nesol . .'...............coiiiiniiiiiinninnn 275,890 241,227 337.941 225,936 121,779
853650 Elect swltches f voltage not over 1000 v, nesol ................ 130,760 175.795 175,845 76,499 115,367
070960 Fruits of gerus capsicum or pimenta, fresh/chilled ............. 45,592 54,264 87.071 65,451 112,773
271000 Oll (not crude) from petrol & bitum mineraletec ............... 208,156 229,145 121,258 59,530 105,691
852721 Radlobroadcast receivers for motor'vehicles wrcos ............ 280,550 426,559 318,413 180,659 ‘98,624
853690 Elect appr f prtct to elect circt nov 1000 vnesol .............. 16,114 28,992 174,768 73,730 98,580
940120 Seats of a kind used for motor vehlclas ...................... 43,535 50,299 179,917 94,764 96.823
850140 Ac motors, single-phase ............... ettty 112,991 131,105 171,587 84,365 ‘93,792
852510 ’Transmlsslon apparatus forradloor televislon ................. 150,250 159,367 143,926 88.763 .90,995
-260300 Copper ores and CONCONrates . ...............c.oevveeernnnans I 3 3,026 40,970 5,170 87,468
847191 Digital process unit with storage, Input outputun ,............. 67,494 131,522 196,355 90,903 77,305
080710 Melons, Including cataloupes & watermelons, fresh ............ 66,788 60,909 92,643 85,199 . 74,024
901890 Instr & appl f medical surglcal dental vet, nesol ................ 47,355 79,566 121,010 49,762 ' 73,314
Total of items shown ..... e PN e 10,608,470 11,369,844 14,070,334 7,075,771 7,686,590
Tota| other ............... P 9,157,319 12,486,236 6,150,781

Note.—Data before. 1989 are estimated.

Top 30 commodltles sorted by Imports for consumptlon Customs value in 1990 January-June.

SOurce Complled from officlal statlstlcs of the US Department of Commerce.

11,247,333

6,502,981



8-a

Table D-3
Leading U.8. exports for consumption to Moxlco. 1987-June 1990
(Thousands of dollars)

HTS . January-June
No. Description : 1987 1988 1989 1989 1990
Totalalicommoditles ................c.ciivinnenrensrconsss 14,045,175 19,853,345 24,117,255 11,936,756 13,197,366
870899 Parts and accessories of motor vehicles, nesol ................ 215,955 268,981 918,808 416,915 809,680
988000 Estimatofunder $150t data .....................c0nee. . 339,334 459,502 675,707 279,962 §20,010
852990 Pte,ex antenna,for trnsmssn,rdr.radio,tv,etc neso| - 126,365 177.442 557,668 276,098 289,232
870829 Pts & access of bodies of motor vehlclos nosol ........ erenes 219,141 278,084 454,108 209,071 260,202
100590 Corn (malze), other thanseedcorn .................... e - 274,983 388,702 437,030 133,270 253,897
271000 Ol {not ) from petrol & bitum mineralete ............... 380,849 296,537 439,174 -238,652 227,869
100700 Grain 8orghuUM . ... ......iiiiiiiirrritrecnnrocancans e - 62,040 144,160 320,044 164,401 216,805
853880 Pt f elect appr f elect circt; f eict contrinesol ........ JRRPERN 63.186 109,713 353,571 162,306 195,021
847330 Parts & accessories for adp machines & units . ............... . 318,235 421,23 360,408 178,732 189,744
854430 Insulated wiring sets for vehicles ships alreraft ................ ‘400,955 503,708 474,954 272,894 187,533
850490 Pts for elect transformers static convertersindct .............. . 66,837 109,842 234,575 102,142 148,383
880240 Airplane & ot a/c, unladen welght > 15,000kg . ............. vee 45,106 7.923 209,161 51,364 113,001
840991 Spark fon Int combustion piston en pana .............. 148,871 197.881 247,31 144,371 108,008
980110 Value of repair/aiter articles prevlous 0d . ... i 47,953 . 56,611 314,696 168, 195 106,338
854419 Insutated wlre B8O ...ttt i it 5,491 5,825 129,506 | 59,032 - 105,849 .
392690 Articles of plastics nesol .......... bt aen evreeneeas 36,899 - 58,723 182,134 86,485 105,008
120100 Soybeans, whether or not Broken . ..................ceeeeev.. - 220,437 350,129 308,896 - 202.870 - 92,059
481910 Cartons, boxes & cases corrugated paper & paperbd ..... PO . 59,709 116,371 156,607 80.168 83,212
840999 Spark—lgnltlon reciprocating int compistnengpts .............. 176,721 196,327 138,092 65.802 82,065
850300 Pts elec motor, generators,inc sets & rotconvert ............. : 106,697 186,341 208,039 - 17,013 | 80,067
980900° Exports valued not over $10,000, not indentified ............... 154,535 268,281 219,088 124,417 77.849
903290 Pts, autom re at Icontrollln Inst &apprts ................ - 15,993 16,007 . 141,928 49,272 77,759
870821 Savo\y seat parts of 8 01 108705 ............000000n - 320 249 136,528 73,539 68,361
853290 Parts for electrlcal capaclors ...........c.civiiieiennens een 37.557 45,044 97.917 36,287 66,066
710812 Gold, nonmonetary, unwroughtnesol .................c.000tn 3,016 1,494 82,513 3,618 64,317
540720 8ynthetlc filament yarn fabric from the etrlp .................. : 8,969 11,929 92.313 47,742 58.892
830160 Parts of tocks, basemetal ...................... creee. . 4,881 7,813 98,566 46,546 §7.441
940190 Parts of seats (ex medical, barber, dental etc) 5,345 5,691 79,900 24,763 67,004
854011 Cathode-ray tv picture tubes, color inc monitor ' : 16,215 . 49,280 102,260 53,538 56,503
440710 Coniferous wood sawn, sllced etc, over  mm thick ............ - 39,770 - 69.107 98,971 42,242 §5.430
Total of items shown........ P 3,602,163 - 4,808,928 8,270,472 3,911,707 4,813,603
Totalother ............... e et ee et eeeee e ae s 10,443,012 15,044,416 15,846,783 - 8,025,049 8,383,763

Note.—Data before 1989 are estimated.

Top 30 commodities sorted by Imports for consumption, Customs value In 1990 Januarv-.lune.

Source: Complled from official statistics of the US Department of Commerce.



Mexican operations assembling U.S.-made components or processing U.S. materials
take place in the Mexican “in-bond” or maquiladora industry. The industry is based on
the concept of production sharing; it is concentrated in the border areas of Mexico with
some establishments having “twin-plants” on the U.S. side of the border. The
maquiladora industry is Mexico’s second-largest source of hard-currency earnings from
exports, after petroleum. Maquiladoras, which are overwhelmingly but not exclusively
U.S.-owned, constitute a trade link of steadily growing importance between the United
States and Mexico.






APPENDIX E
MEXICAN STEEL PRODUCTS SUBJECT TO VRAS



Table E-1

Mexican Steel Products Subject to VRAs: Import Penetration and Estimated Tdnnage for the Initial
Period!

Product ] Import Penetration Export Celling?
(Percent) {Metric Tons)
Semi-finished Steel . .............c.coiiiiiiiiiiiirenns 0.24 259,195
C/IAFIatRolled ..........ccovviiriiiienarvonnrnnrsnas 0.28 : 118,415
C/AHRSheet, strlp ............iiiiiiinnionniannsn 0.23 43,514
C/ACRSheet, Strip . .......coiiiiiiiiinarnnnnenanes 0.19 31,439
Plate .. ... . . e e i it et e 0.70 . : 43,953
Stainless Flat Rolled ..................ccoiiiiinnen 0.88 11,942
Coated FlatRolled ............c.co it iinieiiunnenns 0.67 130,992
Bar and Rod ........c.ciiiiiiiiiiii ittt 0.99 211,058
Carbon CF Bar ......iivivienreinnonneineieeannnnens 0.53 7.065
CarbonWire Rod .......civiiiiiimnnniinnnniennns 2.17 128,464
Stalnless Barand Rod .............cc.iiiiiiiinnnn 0.03 72
Angles, Shapes, Sections/Rall and Rail Products ......... 0.72 : 70,351
Wire andWire Products ...................coiiinnnnn 3.00 62,940
WIre ROPO .. ... . i ittt ittt et ns 2.54 4,978
WIre Strand ...ttt iiirennnaneennas (® 2,000
Panels and Mesh ..............c.c0iiiinenivennnsras 0.86 17,639
Other Wire, Wire Products and Fence ................. 1.82 37,328
Pipeand Tube ..........c.cviiiiiiiiiiiiiininneennnns 2.55 184,416
[0 T o3 I N 2.00 31,820
LinePipe .............ciiii ittt e 3.64 63,591
Standard Plpe ...........0 i it i e 4.1 90,431
Tool Stee! . ... ... i i i i e et e e 0.31 322

' Reflects initlal agreement period of fifteen months, e.g., 4th quarter 1989 and 1990.
2 Tonnage estimate as based on May 1990 forecast of apparent consumption.
3 Export celling Is fixed tonnage.



